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AMN IBUS 


Report to Shareholders 


Omnibus Computer Graphics Inc. 
1984 Annual Report 


Current Operations 

Omnibus losses during the year ended September 30th, represent an investment in future profits from a significant 
expansion program during 1984. In the last fiscal quarter your Company overcame the unexpected delays in the opening of 
our New York City and Hollywood facilities which have contributed toa startup loss of $1.3 million. These delays were a 
major factor in the Company not achieving its earlier forecasts which are outlined on page 15 of this report. Sales which 
were up 44% for the year at $2.2 million, are now running at an annual rate of over $4.0 million with continued 
rapid growth seen in the quarters ahead as a result of the opening of the new $6.0 million United States operation. 

In addition to several multimillion dollar motion picture contracts for which we have conditional commitments, the 
Company has tendered on $3.0 million of advertising and television work. A fully trained staff of 60 animators, artists 

and programmers is now serving customers in the Omnibus triad of facilities. New clients developed during the last 

quarter include: Global Television Network, ABC Sports, KABC Los Angeles, the Nashville Network, a major motion picture 
for summer 1985 release by Paramount Pictures Corporation, “Wonder Works” with WOED Pittsburgh, and the Northstar 
Production of “Creation of the Universe” both contracted with the PBS Television Network. 


Research and Development 
During the year the Company made significant long term improvements in the structure of its base of licences. Having 
gained exclusive rights to the year 2001 to the source code of the Triple-L 3D software, combined with other licences, the 
OMNIS 3D code was written during the year and in August commenced production at all facilities. The net effect has been 
to eliminate future royalty payments to CGL/NYIT through the cancellation of the 3D licence, after an extraordinary charge 
against the current year’s net income of $78,000 for termination costs. Other R&D costs incurred and expensed during 
the year contributed $467,000 to the loss. To continue with this i important work and reduce its impact on net income in 
1985, the Company announced receipt of a grant of $832,000 which will allow the development of the PRISMS 
software (Production of Realistic Image Scene Mathematical Simulation) on the base of our existing code. This 
work will continue to be carried on in conjunction with the faculty and students at the California Institute of Technology 
(Caltech) at Pasadena, California; plus, the University of Waterloo Computer Graphics Laboratory, Waterloo; and the 
Computer Graphics Laboratories of the Department of Communications and the National Research Council, Ottawa. 
Engineering development on the F-1 computer system in Hollywood has reduced the time to produce high-resolution 3D 
motion picture frames from 12 minutes to under 4 minutes per frame. The Company’s R&D plans will continue these 
productivity improvements to increase the capacity of our present facilities investment. The combination of all of these 
programs has lifted Omnibus into a position of being one of the leading 4 competitors in the United States and the 
principal company in Canada. 


The Year Ahead 

Omnibus is serving the North American computer graphics market for television and motion pictures. Industry 
estimates are that the market pushed through the $100 million level during 1984. With major successes by United States 
competitors in the demonstration of the cost and creative advantages of computer graphics, the market continues to be 
dynamic. Omnibus has the talent and the facilities to take advantage of this rapid growth. Current plans call for the U.S.A. 
division to advance from the present level of 45% of total sales to 55% by year end. In looking at 1985, profitability depends 
upon consistently building sales each quarter. In order to strengthen our marketing activities with United States advertising 
agencies, we have entered into an exclusive sales agreement with a well established U.S. company which specializes in the 
production of high quality television commercials. 1984 has been our first major expansion to establish a solid base in new 
markets ..in 1985 most of the risks and costs are behind us. Our technology and people are now poised for a solid return 
to profits in the last quarter of 1985 anda far greater potential for 1986. 

On behalf of the Board; 


J.C. Pennie, President and 
W Kelly Jarmain, Chairman Chief Executive Officer 


February 11th, 1985. 
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Hollywood. Mecca for a star-struck 
world. The home of films, movie stars 
and studios. Where today’s technology 
is rapidly changing the traditional ways 
of filmmaking, and the west coast base 
of the Omnibus triad is right at the 
center of it. 

From our new location on the 
Paramount Pictures Corporation lot, 
we are already heavily involved in 
producing computer animation for the 
film industry. Our facility in the fabled 
studio ‘G’, is steeped in film history. 
Once the office for Mae West, a sound 
stage for Howard Hughes and part of 
Desilu Studios during their heyday, it 
now hums with the power of our 
unique F-1 animation computer. 

The F-1 is an impressive machine. 
Its ability to produce images with a 
resolution of 4000 x 6000 pixels, 
finer than the grain of 35mm film, its 
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amazing processing speed and its two 
digital film recorders, make our facility 
one of the very few that can produce 
images with the speed and quality 
demanded by film producers. 

To further speed production, the F-1 
is backed-up by a VAX 11/780 main- 
frame computer, IRIS workstations and 
Ikonas frame buffers. As part of a long- 
term arrangement with Unitel Video, 
the main equipment bay is shared, 
allowing Omnibus clients direct access 
to the latest video editing and film-to- 
tape technology, including a Lucasfilm 
Editroid system. 

Los Angeles is headquarters for the 
Omnibus Research & Development 
team. They are creating the new 
PRISMS software in cooperation with 
the staff at the California Institute of 
Technology, which continues develop- 
ment of our own OMNIS 3D imaging 
software. In combination with the F-1, 
OMNIS allows us to offer a unique 
imaging resource to the film industry. 
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Film clients include a current Paramount 
Pictures Corporation production for 
summer 1985 release, “The Creation 

of the Universe; a PBS special featur- 
ing astronomer Timothy Ferris, and 
“Wonder Works” for WQED Pittsburgh, 
in national distribution on Monday 
nights. 

Images that entertain. Images that 
sell. Images that explain and amaze. 
Images that become stars in their own 
right. These are the daily product of our 
Los Angeles staff, whose creativity 
and expertise are the fountain of our 
success in the film community. 


Background: 

F-1 computer and digital film recorder. 

From top to bottom: 

1.PBS Channel WOED-TV Pittsburgh. 

2.TV commercial for Mutual Life of Canada. 
3,4 “Eyewimness News,” Designed by Campbell 
& Gericke for KABC-TV, Los Angeles. 

5.Global Television Network, Designer: 

Jerry Preston. 
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New York City. Broadway, Times 
Square .……and Madison Avenue. This 
wellspring of American and Inter- 
national advertising activity is the east 
coast base of the Omnibus triad. 
Located in the heart of Manhattan 
on West 57th Street, adjacent to 
CBS, the Omnibus New York facility 
has been specifically structured to 
meet the needs of the advertising, 
broadcasting and international com- 
munications markets. Yet, through 
its integration with our Los Angeles 
and Toronto facilities, it also serves 
as our client's New York portal to the 
varied production abilities of the 
total Omnibus system. 
The New York facility's official 
opening in October followed many 
months of hard work producing 
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commercials for several clients, and 
our staff has already been honored 
by having its work displayed on the 
mammoth “Diamond Vision” outdoor 
TV screen at Times Square. 

Operating out of this new, specially 
built, 4,500 sq ft facility, our New York 
staff produces with our own OMNIS 
3D imaging software operating on VAX 
11/780 mainframe computers, Silicon 
Graphics workstations and Ikonas frame 
buffers. In addition, our PEL (Picture 
Element Ltd) Image Storage system, as 
the worlds largest digital image storage 
device, helps speed production. It can 
store up to 4 minutes of RGB digital 
animation, a total of 7,200 frames, 
without any signal degradation or loss 
of image quality. 

Output is onto 1” videotape, using 
the latest Ampex recorders, Switcher 
and Digital Effects Generator. Additional 
post production requirements are readily 
available at the adjacent Unitel Video 
facility. And, by transferring imaging 
data bases to Los Angeles or Toronto 
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via our data network, New York 
production can also be output onto 
film. 

Although the emphasis of our New 
York facility is toward the requirements 
of the advertising and broadcasting 
industry, the close integration of the 
total Omnibus operation results in our 
staff having a broad knowledge of all 
systems. This know-how, and their 
proven creative expertise, means 
that the latest imaging techniques and 
creative thinking are always available 
to Omnibus clients. 


Background: 

VAX and PEL computer systems. 

From top to bottom: 

7 ‘Cinemax, show intro, Home Box Office. 
2 Intro for Entertainment and Sports 
Programming Network. 

3.TV commercial for Bamberger's 
Department Store. 

4. ABC Network Sports. 

5.Hockey Night in Canada. 
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Toronto. The financial and communi- 
cations hub of Canada. Where the 
Omnibus triad's executive offices are 
conveniently above a main subway 
terminal, in the same building as 
TVOntario. 

Our Toronto facility is not only the 
largest, but also the premier computer 
animation house in Canada. In con- 
junction with the Omnibus operations 
in Los Angeles and New York, it is 
Canada's only ‘world class’ entrant 
among the select group of computer 
animation companies that lead the 
industry on a global scale. 

However, it is more than our leading- 
edge technology and equipment that 
has propelled Omnibus to achieve cus- 
tomer recognition. The ingredient that 
makes it all happen is our Omnibus 
staff. Their creative expertise is the 
catalyst that makes hardware and 
software work together in a unique 
relationship of excellence and innova- 
tion that has rapidly become the 
Omnibus trademark. 


During the past year, we have up- 
graded our 6,000 sq ft Toronto facility 
to accommodate a rapidly increasing 
workload and provide complete services 
from raster to vector, all in 3D. 
Toronto now operates with Vax 11/780 
mainframe computers, Evans & 
Sutherland Picture System 2 running 
Robert Abel & Associates software, 
and CGL/NYIT “Tween” and “Paint” 
systems. 

Output is designed for every customer 
requirement, either on videotape or 
35mm film. In keeping with our policy 
of being a ‘Full-Service’ computer 
animation facility, we have our own edit 
suite, as well as a back-up suite from 
TVOntario, complete with the latest 
Ampex video recorders, Digital Effects 
Generator, Switcher and Editor, a multi- 
track stereo sound mixer, plus film 
editing equipment. 

During the next year, the Canadian 
Research Team in conjunction with the 
University of Waterloo, Department 
of Communications and the National 
Research Council, will be working jointly 
with our Los Angeles R&D group to 
complete the PRISMS (Production of 
Realistic Image Scene Mathematical 
Simulation) software under an $800,000 
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grant. This research will expand model- 
ling, ray-tracing and production speed, 
already part of the OMNIS 3D software 
now being run on all our systems. 

But what makes all of this top-line 
equipment work so effectively is our 
staff and our computerized data 
network. The powerful images that 
result are proven by Omnibus’ clients. 
These range from the three major 
Canadian Television networks to the 
leading advertisers across the country. 
From movie films to TV Specials, 
Omnibus computer animation helps 
them communicate and entertain, 
sells their products and grabs the 
viewer's attention. 


Background: 

Animation control and design center. 
From top to bottom: 

1.Labatt's football broadcasts. 
2.Global TV Network. 

3.Canadian Natural Gas Association. 
4.Telecom Canada. 

5. Emission Spéciale, 

Société Radio Canada 

Designer: Mino Bonan 


Consolidated Balance Sheets 
Omnibus = Graphics Inc. September 30, 1984 


(Incorporated under the laws of Ontario) (with comparative amounts at September 30, 1983 and 1982) 


Assets 1984 1983 1982 


Current assets: 

Cash $ 100,984 $ 157,260 
Term Deposit 606,096 

Accounts receivable 1,001,012 $ 208,143 

Taxes recoverable (note 3) 27,000 8,000 

Prepaid expenses (notes 4 and 7) 275,404 58,433 17,120 
Subscriptions receivable 32,500 
Due from related party 55,000 
Deposits on equipment purchases 85,644 6,873 
Expenses related to issue of shares 131,000 


Total current assets 2,096,140 405,576 268,753 


Fixed assets—at cost (note 5): 

Machinery and equipment 7,645,602 1,224,878 924,509 
Office equipment 355,103 31,559 

Leasehold improvements 801,794 74,676 46,888 
Machinery and equipment under capital lease 87,200 751,490 537,104 


8,889,699 2,082,603 1,508,501 
Less accumulated depreciation and amortization 426,247 140,592 14,989 

8,463,452 1,942,011 1,493,512 
Other assets (note 4) 533,628 


$ 11,093,220 $ 2,347,587 $ 1,762,265 


(See accompanying notes) 


Auditors’ Report 


To the Shareholders of 
OMNIBUS COMPUTER GRAPHICS INC. 


We have examined the consolidated balance sheets of Omnibus Computer Graphics Inc. as at September 30, 1984, 1983 and 1982 
and the consolidated statements of income (loss) and deficit and changes in financial position for each of the years in the three year 
period ended September 30, 1984. Our examinations were made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the company as at September 30, 
1984, 1983 and 1982 and the results of its operations and the changes in its financial position for each of the years in the three year 
period ended September 30, 1984, in accordance with accounting principles generally accepted in Canada consistently applied. 


London, Canada. Clarkson Gordon 
December 17, 1984. Chartered Accountants 


Consolidated Balance Sheets 


Omnibus Computer Graphics Inc. 
(Incorporated under the laws of Ontario) 


Liabilities and Shareholders’ Equity 


Current liabilities: 

Due to bankers—on overdraft 

Accounts payable and accrued charges 
Unearned revenue 

Due to shareholders 

Current portion of long-term debt (note 5) 


September 30, 1984 


(with comparative amounts at September 30, 1983 and 1982) 


1984 1985 1982 


l $ 58,096 $ 8125 

$ 2,057,330 494,329 147,166 

92,897 772 12,575 
51,000 

397,816 263,250 287,521 


Total current liabilities 
Long-term debt (note 5) 


Shareholders’ equity: 
Stated capital (note 6)— 
Authorized: 
Unlimited number of preference shares issuable in series 
Unlimited number of common shares 
Issued and outstanding: 
Nil Class A shares (340,000 in 1983, 40,000 in 1982) 
3,390,000 common shares (1,400,000 in 1983, 350,000 in 1982) 


Deficit 
Unrealized foreign currency adjustment 


On behalf of the Board 


2,548,043 867,447 455,387 
5,382,822 1,321,841 1,229,557 


30,001 30,000 
5,269,097 350,002 350,002 


5,269,097 380,003 380,002 
(2,200,381) (221,704) (302,681) 
93,639 


3,162,355 158,299 77,321 


$11,093,220 $2,347,587 $1,762,265 


W Kelly Jarmain, Chairman 


J.C. Pennie, President and 
Chief Executive Officer 


Consolidated Statements of Deficit 
Omnibus Computer Graphics Inc. - Year Ended September 30, 1984 


(Incorporated under the laws of Ontario) (with comparative amounts for 1983 and 1982) 


1984 1983 1982 


Deficit, beginning of year $ (221,70) $ (302,681) $ (65,211) 
Expenses related to issue of shares (note 6) (655,148) 


(876,852) (302,681) (65,211) 
Net income (loss) for the year (1,323,529) 80,977 (237,470) 


Deficit, end of year $ (2,200,381) $ (221,704) $ (302,681) 


(See accompanying notes) u 


Consolidated Statements of Income (Loss) 
Omnibus Computer Graphics Inc. Year Ended September 30, 1984 


(Incorporated under the laws of Ontario) (with comparative amounts for 1983 and 1982) 
l 1984 1983 1982 

Sales S 2,167,480 $1,508,661 $ 485,573 

Expenses (note 9): 

Operating costs 2,954,209 1,165,477 651,831 


Depreciation and amortization 313,611 125,603 14,989 
Interest and finance charges 243,084 144,604 56,223 


3,510,904 1,435,684 723,043 


Income (loss) from operations (1,343,424) 72,977 (237,470) 
Gain on disposal of equipment 79,500 
License cancellation expense (note 9) _ (78,605) 


Income (loss) for the year before income taxes and 
extraordinary item (1,342,529) 72,977 (237,470) 


Provision for income taxes 11,000 
Recovery of investment tax credits (19,000) (8,000) 


(19,000) 3,000 


Income (loss) before extraordinary item (1,323,529) 69,977 (237,470) 
Extraordinary item: 
Recovery of income taxes due to prior years’ tax losses 

carried forward i 11,000 


Net income (loss) for the year S (1,323,529) 80,977 $ (237,470) 


Earnings (loss) per share (note 8): 
Income before extraordinary item S (0.464) 0.040 (0.136) 


Net income for the year (0.464) 0.047 (0.136) 
Average outstanding shares during the year 2,852,500 1,770,000 1,740,000 


(See accompanying notes) 


Consolidated Statements of Changes in Financial Position 


Omnibus Computer Graphics Inc. - Year Ended September 30, 1984 


(Incorporated under the laws of Ontario) (with comparative amounts for 1983 and 1982) 


j 1984 1983 1982 


Working capital applied to: ye 
Purchase of fixed assets $ 6,833,530 $ 574,211 $ 1,501,255 
Deduct proceeds of related financing 345,636 1,295,535 


6,833,530 228,575 205,720 


Operations (consisting of net loss 
less depreciation plus gain on sale of fixed assets) 1,089,418 222,481 

Expenses related to issue of shares 655,148 

Increase in long-term portion of prepaid rent 516,820 

Repayments and reduction in long-term debt 202,175 255,343 325,978 

Adjustment to Class “A” shares 8,000 

Foreign currency translation adjustment 15,203 


483,918 762,179 


Working capital derived from: : 
Operations (consisting of income before extraordinary item 
plus depreciation) 195,580 
Recovery of income taxes on losses carried forward 11,000 
Proceeds from bank loans and other long-term debt less amounts 
applied to reduce out-standing loans 4,227,156 2,100 
Proceeds from other loans 64,800 
Proceeds on sale of fixed assets f 206,012 
Issuance of share capital : 4,889,094 1 


E | 9,322,262 208,681 
Decrease (Increase) in working capital deficit 9,968 (275,237) 
Working capital (deficit), beginning of year (461,871) 


64,800 


(697,379) 
186,634) 510,745 


( 
Working capital deficit, end of year l S (451,903) $ (461,871) $ (186,634) 


Working capital deficit consists of: 7 
Current liabilities $ 2,548,043 $ 867,447 $ 455,387 
Current assets 2,096,140 $ 405,576 $ 268,753 


5 $ 451,903 $ 461,871 $ 186,634 


(See accompanying ı notes) E 


Notes to the Consolidated Financial Statements 
Omnibus Computer Graphics Inc. ーー 


_ September 30, 1984 


1. Significant accounting policies 

(a) Basts of consolidation 

The consolidated financial statements include the accounts of the Company and its wholly-owned U.S. subsidiary, Omnibus Computer Graphics Center 
Inc. The results of operations of the subsidiary are included from the date of incorporation, February 16, 1984. 


(b) Foreign currency translation 

The accounts of the United States subsidiary are translated into Canadian dollars using the current rate method. Under this method, assets and 
liabilities are translated at the current rate of exchange at the balance sheet date and revenue and expense items are translated at the average rate of 
exchange for the year. Gains and losses arising from translation are deferred in a separate component of shareholders’ equity until there is a reduction 
in the net investment in the United States subsidiary. 


(c) Fixed assets and depreciation 
Fixed assets are stated at cost including costs of installation. The Company depreciates its machinery and equipment at one-half of the regular rate 
commencing on the date of acquisition until such time as the equipment becomes substantially productive (i.e. until equipment is generating revenue 
at approximately one-half of normal capacity). The regular rates applied are as follows: 
Machinery and equipment 10% straight line Leasehold improvements Over the unexpired term of the lease 
Office equipment 20% declining balance Automotive equipment 30% declining balance 

Gains and losses on disposal of fixed assets are recognized in the period of disposal. 


(d) Revenue recognition 

The Company follows the percentage of completion basis for recognizing revenue on its sales contracts computed with reference to the estimated time 
to complete. Any excess of revenues billed over revenues earned is deferred and reflected as unearned revenue. Revenue earned but not billed is 
included in accounts receivable. 


(e) Income taxes 
The Company follows tax allocation accounting. No provision has been made in the accounts for the value of tax reductions which may arise in future 
years from the application of prior years’ losses incurred. 

Investment tax credits are accounted for by using the “flow-through” method whereby the Company recognizes the net tax benefit of these credits 
in the year in which the eligible expenditures are made as long as the credits are realized in that year or there is reasonable assurance that they will be 
realized in future years. 

(f) Start-up costs 

Start-up costs, which consist principally of management fees, training costs, salaries and other costs related to the start-up of the operations of the 
company, are expensed in the year they are incurred. 

(g) Research and development 

Research and development costs are charged to operating expenses as incurred. Labour costs associated with installation of hardware are capitalized 
to the extent that future benefits are expected to occur. 


2. Incorporation of United States subsidiary 

During the year, the Company acquired the common shares of Omnibus Computer Graphics Center Inc., a wholly-owned subsidiary incorporated under 
the laws of Delaware, for aggregate consideration of $3,228,157. The consideration paid for these shares is as follows: 

(i) 200 common shares—$2,539,063 cash 

(ii) 54 common shares—prepaid rent and property taxes on a lease of premises for five years with a fair market value of $689,094. 


3. Tax losses 
As at September 30, 1984, the Company had accumulated losses amounting to $668,000 available to carry forward to reduce future years’ taxable 
income in Canada. These losses will expire in 1991. In addition, $900,000 of net operating losses are available to offset United States federal and state 
taxable income through 1999. 

In addition, the Company has recorded depreciation in excess of capital cost allowance claimed for tax purposes to September 30, 1984 
amounting to $220,000. Investment tax credits in the amount of $680,000 at September 30, 1984 are available for carry forward to be credited against 
future taxes otherwise payable. 


4. Other assets 

Other assets consist of rent and property taxes for the lease of premises by the subsidiary which have been prepaid for the entire lease term of five 
years. The annual lease payments of $142,300 per annum are amortized on a straight line basis over the term of the lease. Rent and property taxes 
in the amount of $34,668 have been expensed in 1984. The current portion of prepaid rent and property taxes in the amount of $142,300 is included 
in prepaid expenses. 


5. Long-term debt 


Long-term debt consists of the following: 


Term loan payable to a Canadian chartered bank bearing interest at 

1.5% over the prime lending rate for the first year and 1.75% over prime 

thereafter, repayable in monthly principal instalments of $30,000 plus 

interest commencing February 1, 1985 to January 1, 1990 with the 

balance due February 1, 1990 $ 1,805,000 


Revolving credit loan payable to a United States bank bearing interest 

at 2% over the prime lending rate convertible into a term loan on March 

13, 1986, and repayable in 36 monthly principal instalments of U.S. 

$69,444 commencing May 1, 1986 and ending April 30, 1989 3,294,000 

Term loan payable to a Canadian chartered bank bearing interest at 

1.5% over the prime lending rate repayable in monthly principal 

instalments of $1,850 plus interest 91,500 $ 260,000 
Small Business Development Bond bearing interest at 234% over 1⁄2 of 

the prime lending rate, repayable in monthly principal amounts of 

$3,167 plus interest 126,660 164,664 
Due to Computer Graphics Laboratories, Inc. 573,190 


Due to Ontario Development Corporation, non-interest bearing to May 

15, 1985 and 16.5% thereafter, repayable in blended monthly principal 

and interest payments of $17,569 commencing June 15, 1985 500,000 500,000 
Conditional sales contract bearing interest at 15.8% repayable in 

blended monthly principal and interest payments of $8,023 148,807 216,417 


Obligation under capital lease, bearing interest at the rate of 18.0%, 
repayable in monthly principal payments of $3,000 plus interest and 
expiring in 1985 32,831 650,514 519,224 


5,780,638 1,585,091 1,517,078 
Less current portion due within one year 397,816 263,250 287,521 


$ 5,382,822 $ 1,321,841 $ 1,229,557 


During the year, the Company renegotiated its long-term financing and repaid a term loan, the Small Business Development Bond and several capital 
lease obligations. Under the terms of the term bank loan, the Company has provided the following as collateral: 

—general security agreement covering all the assets of the parent company excluding real property; 

—security agreement for Canadian accounts receivable; 

—assignment of life insurance in the amount of $1,000,000 on the life of the president of the Company; 

—hypothecation of all the issued and outstanding shares of Omnibus Computer Graphics Center Inc.; and, 

—guarantee and postponement of claim in the amount of $1,850,000 by Omnibus Computer Graphics Center Inc. 


Under its revolving credit loan, the subsidiary company has pledged all assets as collateral under a general security agreement. In addition, 
Omnibus Computer Graphics Inc. has provided a guarantee covering bank indebtedness of the subsidiary. 
Under its loan agreement with Ontario Development Corporation, the Company has pledged the following as collateral: 
—first and second charges on certain machinery and equipment located in Canada; 
—a second charge on all chattels owned by the Company located in Canada; 
—a floating charge debenture on all other assets of the parent Company, subject only to the prior charges by the Company's banker; 
—guarantees from two shareholders of the Company in the amount of $250,000 each; and, 
—guarantee by the subsidiary company, Omnibus Computer Graphics Center Inc. 
As collateral for the conditional sales contract, the vendor has retained ownership and title to equipment purchased in the amount of $232,092 
until such time as the balance is fully paid. In addition, the vendor is the named insured on the Company’s insurance coverage of the equipment. 


Long-term debt is repayable as follows: 


1985 $ 397,816 
1986 1,029,776 
1987 1,631,848 
1988 1,590,098 
1989 1,006,100 
1990 and thereafter 125,000 


$ 5,780,638 


6. Share capital 

(a) Issued 

During the year the Company issued 1,650,000 common shares for cash consideration of $4,200,000 and prepaid rent and property taxes relating 
to a lease held by a subsidiary company having a fair market value of $689,094. In addition, 340,000 Class A shares with a stated capital of $30,001 
were converted into an equal number of common shares during the year. 

Expenses related to issuing share capital have been reflected as a reduction of retained earnings. 


(b) Stock options and warrants 

There were outstanding at September 30, 1984 warrants to purchase 860,000 common shares which are exercisable to January 6, 1986 at $3.00 per 
share. 

Stock options to purchase 113,500 common shares were outstanding at September 30, 1984 which are exercisable to May 21, 1987 at prices 
ranging from $.25 per share to $1.80 per share. 

(c) Pre-emptive rights 

A shareholder of the Company has pre-emptive rights to purchase additional shares, excluding shares issued i in respect of the aforementioned options 
and warrants outstanding, in order to maintain its pro rata interest in the Company. 


7. Related party transactions 
During 1984 the Company entered into the following transactions with related parties: 

(i) Management fees were paid to shareholders in the amount of $60,000 ($45,000 in 1983) to Omnibus Group Inc., and $40,200 (nil in 1983) to 
Jarmain Capital Corporation, and the Company's chairman. In addition, the Company has prepaid management fees to Omnibus Group Inc. 
amounting to $52,800 and this amount is included in prepaid expenses at September 30, 1984 and 1983. 

(ii) An advance in the amount of $55,000 to a shareholder, Omnibus Group Inc., was made and subsequently repaid to the Company during the year. 

(iii) Director fees of $13,800 were paid to the directors of the Company. 

(iv) Included in accounts receivable at September 30, 1984 is an amount of $27,446 due from an affiliated company which arose as a result of services 
rendered to that company. 

(v) Management fee commitment 
The Company has a managementagreement with Omnibus Group Inc., ashareholder, whereby management fees of $5,000 permonthare required to 
be paid for services rendered during each fiscal year, subject to annual renewal. 


8. Earnings (loss) per share 

For purposes of calculating basic earnings (loss) per share for comparative years, the split of common shares on a four for one basis has been 
reflected as though it took place at the time of issue of these shares and that Class A shares have been converted to common shares from their date 
of issue. 


9. Other information 

(a) Interest expense 

Interest on long-term debt and obligations under capital leases amounted to $266,115 for the year ended September 30, 1984 ($134,604 in 1983 and 
$56,223 in 1982). 

(b) License cancellation expenses 

Expenses amounting to $78,605 were paid during the year in consideration for the cancellation of a software license agreement between the Company 
and Computer Graphics Laboratories, Inc., a subsidiary of New York Institute of Technology. 

(c) Operating lease commitments 

The future minimum lease payments required under present operating leases for rental of premises and edit suite are summarized as follows: 


1985 $ 305,000 
1986 310,000 
1987 154,000 
1988 ] 75,000 
1989 71,000 
1990 and thereafter 48,000 


Total minimum lease payments $963,000 


(d) Minimum royalties 


US. $ 22,500 
41,000 
75,000 
97,500 

100,000 


US. $336,000 


(e) Fixed asset commitment 
During the year, the Company entered into an agreement to purchase computer equipment for an aggregate of U.S. $200,000. Under the terms of the 
agreement, a deposit of U.S. $65,000 has been provided to the vendor. 


(f) Scientific research tax credits 

During 1984, the Company entered into a scientific research tax credit financing agreement whereby a promissory note in the amount of $140,400 
was issued for cash consideration of $260,000. Under the terms of the agreement, scientific research tax credits have been transferred to investors 
and the Company has renounced the tax credits and deductions associated with the related research and development expenditures. The excess of 
the cash consideration over the amount of the promissory note amounting to $119,600 has been reflected as a reduction of the related research and 
development expenditures. f 


(g) Research and development 
Research and development expenses in 1984 and 1983 amounted to $467,000 and $205,000 respectively before deductions for scientific research 
tax credits. Labour costs capitalized in 1984 and 1983 amounted to $165,000 and $93,000 respectively. 


10. Subsequent events 


(a) Government grant 
The Company has been awarded a Canadian government grant in the amount of $832,000 payable over the next fifteen months to fund scientific 
research carried on by the Company. 
(b) Financing 
Subsequent to year-end, the Company entered into a loan and convertible debenture agreement with a shareholder, Unitel Video Inc.in the amount 
of U.S. $330,000 bearing interest at 2% over the prime lending rate of the Chemical Bank commencing December 31, 1984. Monthly principal 
repayments of U.S. $9,167 will commence December 31, 1986 and expire December 31, 1989. Under this agreement, the Company purchased video 
equipment which it has pledged as security. Any or all the debt, at the option of the holder, can be converted into fully paid and non-assessable 
common shares in the capital of Omnibus Computer Graphics Inc. at the rate of U.S. $1.45 per common share. 

In addition, the Company renegotiated its financing agreement with a Canadian chartered bank, increasing the line of credit to an aggregate of 
$2,225,000 with interest to be calculated at the prime rate plus 2%. 

The conditional sales contract and obligations under capital lease were repaid subsequent to year-end. 


(c) Commitments 

Subsequent to the year end, the Company entered into operating leases for video recording equipment commencing November 19, 1984 with future 
minimum lease payments as follows: 

1985 $ 144,100 
1986 157,500 
1987 157,500 
1988 157,300 
1989 157,500 
1990 and thereafter 13,100 


$ 786,400 


(d) Sale of scientific research tax credit 
Subsequent to year-end the Company entered into an agreement to transfer scientific research tax credits to investors through the issuance of 
promissory notes in the principal amount of $420,000 for cash consideration of $700,000. Under the terms of the agreement, the Company will 
renounce the tax credits and deductions associated with the related research and development expenditures. The Company is potentially subject to 
arefundable tax equal to 50% of the excess of $700,000 over the actual amount of eligible research and development expenditures incurred during 1985. 


(e) Share capital 
Subsequent to year-end an officer of the Company exercised stock options to purchase 40,000 common shares of the company for consideration 
amounting to $10,000. 


11. Segmented information 
The Company serves the North American computer graphics market for television and motion pictures, operating in Canada and commencing in the 
last quarter, in the United States. Details of operations by geographic segment are as follows for the year ended September 30, 1984: 


Canada _ United States 


Sales f $1,818,604 $ 348,876 $ 2,167,480 
Net loss a $ 371,679 $ 951,850 $ 1,323,529 
Identifiable assets _ $4,165,457 _ $11,093,220 


The Company commenced operations of a United States subsidiary in 1984. 


Performance Compared to Forecast 


During the year ended September 30th, the Company experienced several factors which have had the effect of delaying from 6 to 9 
months, previously forecasted rates of growth. These factors have caused a loss for the year which was not anticipated. The principal 
reasons for these current losses, accounting for ($651,000), include: construction cost overruns at Paramount Studios due to excessive 
earthquake and energy conservation requirements not anticipated; startup delays of six months due to late equipment installations; 
deferment of planned sales for the period while training and recruiting of 30 highly skilled people on schedule. In addition, termination 
costs of the CGL/NYIT software licence for ($78,000) were unplanned during the startup phase. 

Total United States sales were $349,000 for the year compared to a revised third quarter forecast of $514,000. Since opening in 
September, sales of the New York operation have been running 60% below forecast due to the difficulty of establishing a reputation 
with U.S.A. advertising agencies. An exclusive sales agreement with a firm specializing in television commercials for U.S.A. advertising 
agencies has been finalized to improve marketing in this area. 

` Computer Graphics for motion picture and television production is a capital intensive business with a highly skilled labour force 
trained by the Company. Therefore, it is a high fixed cost business with LIMITED VARIABLE EXPENSES. Once the monthly “overhead 
cost" is cracked, over 80% of sales drop to the bottom line. This has been demonstrated by the management of the Company in 
the fiscal year prior to the U.S.A. expansion. Omnibus is now in a transition phase of achieving firstly a cash and then a net income 
breakeven. Based on current sales trends, it is anticipated that this will occur in the 4th quarter of 1985. 


1984 1985 
ist O 2ndQ srdQ  4#hQ © lstQ 2ndO 3rd 0 4th 0 


Sales: ($000's) 
Actual 417 532 817 = = 
Forecast i = 15042 ) 1,3509 1.6503 


Net Income: ($000’s) 
Actual Canada (51) (205) er 
Forecast 一 130 05) 943) 


Actual U.S.A. (359) (467) (579) = = 
Forecast = (270) (3212 (336) (124) 


Notes: 

(1) Includes startup and expansion costs of second computer system, plus increases of $91,000 for depreciation and interest in the quarter. 
(2) Estimates in the third quarterly report. 

(3) Current estimate. 


Omnibus Sales Trend 


Omnibus Computer Graphics Inc. 
(Comparison 1982 to 1985) 
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Omnibus is... 

Computer Animation. The communi- 
cations medium of 2001 and beyond, 
at work in the 80's. First we communi- 
cated with words. Then pictures. Then 
pictures that moved. And now, computer 
animation. 

Computer animation gives us the 
ability to synthesize words and pictures 
into powerful images that do more 
than move. Images that allow us to 
look into the soul of objects or view 
thoughts that only exist in the mind's 
eye. Images that transform the real into 
the unreal, and back again. Images that 
transcend mere words and take us back 
to the dawn of communications when 
a cave painting said it all. Exotic images 
from the future, that show us today 
what tomorrow will be like. 

Computer animation, not merely 
computerized representations or static 


J.C., Pennie, President and Chief Executive 
Officer. 

The Omnibus Hollywood facility on the 
Paramount Pictures lot. 


graphics, but true digital computer 
animation, is what Omnibus Computer 
Graphics does. And Omnibus is one of 
the leaders in this rapidly growing 
communications market. 

Uniquely structured with a triad that 
spans the North American continent, 
Omnibus was conceived with a future 
vision, yet built with the pragmatism 
essential to our task of providing 
exemplary creative and production 
services for our clients, and profitable 
growth for our shareholders. 

The only computer animation com- 
pany with three facilities, New York, 
Toronto and Los Angeles. Each stra- 
tegically placed to best serve the 
communications and entertainment 
industries. Omnibus ties this triad 
together with the CSNET communica 
tions network, allowing constant 
interaction between the staff and equip- 


George Heywood, Vice-President and General 
Manager, Eastern United States. 

Omnibus New York adjacent to the CBS 
Production Center 


ment in our various offices. Five main- 
frame computers, operating under our 
own OMNIS 3D imaging software, 
together with our other state of the art 
systems, can operate as independant 
production centres, yet if required, can 
all be linked via our data network on 
one production. 

But hardware and software are only 
inert tools without the skilled creative 
and technological expertise of our 
team of 60 people. Whether artist, 
creative director, programmer, writer, 
sales person, technician, office staff or 
executive, each has specific skills that 
contribute toward our continued dedi 
cation to producing the most creative 
and technically perfect product for 
our clients. For 1985, and for 2001 and 
beyond. 


Joe Martin, Vice-President, and General Manager 
Canadian Operations. 

The Transamerica Tower, home for Omnibus 
Toronto. 
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